AUSTRALIAN SUPERANNUATION

Do you have Australian Superannuation funds locked into the Australian Superannuation Guarantee
System? If you do, then recent changes to legislation may be of significant benefit to you.

Australian Superannuation Trandfers

Soon, New Zealanders will be able to repatriate billions of dollars of locked in Australian retirement
funds.

Since 1992, if you have worked in Australia and contributed to the Australian Superannuation
Guarantee System (ASG), employers have had to contribute 9 percent of wages into a locked-in
retirement savings account. New Zealanders who have worked in Australia and accumulated
compulsory pension contributions under the ASG are currently unable to repatriate their savings
to New Zealand before reaching the Australian retirement age.

With the advent of KiwiSaver, the New Zealand and Australian governments have judged KiwiSaver
as mutually compatible with the ASG, allowing savers to transfer their accounts between countries.

But, what if I have lost my Aussie Super?

One in three Australians have lost or unclaimed superannuation savings. There is an estimated
AUDS$15 billion sitting in holding or eligible roll-over funds in Australia of which it is estimated
that up to 25% of these funds could belong to New Zealanders who have now returned home.

Australians have been encouraged over the years to find ‘lost’ superannuation with a number of
online search engines including the Australian Tax Office (ATO). With these changes, once you
locate your ‘lost super’, you will ultimately be able to transfer it to KiwiSaver.

Legislation is now being introduced to allow the transfer of this lost super. You can be proactive
and get sorted by tracking down any Australian Super funds that you have lost track of by using
Grosvenor KiwiSaver’s FREE service called Aussie Super Tracker.

Tracking down your super is easy using Grosvenor’s Super Tracker!
Request our lost super search form from your HFK (Rutherford Rede) Ltd adviser.

This is a no obligation service and there is no charge to you. If you have Australian super, or lost
super, or even think you might have super, then please contact Michael Shears or Steve Benton

directly on 964 4222 and 964 42009.

New double tax agreement (DTA)
The introduction of a new double tax agreement (DTA) between Australia and New Zealand took
a major step forward with the signing on 27 June. Once in force, it will replace the existing 1995

DTA.

Features of the new DTA include:

- lower withholding taxes on dividend and royalty payments between the two countries

- making pensions that are tax-free in one country also exempt in the other when the recipients
move across the Tasman.

The new DTA will come into force once both countries have given legal effect to it.

Important: This is not advice. Clients should not act solely on the basis of the material contained in b l
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Also changes in legislation may occur quickly. We therefore recommend that our formal advice be
sought before acting in any of the areas. HFK Comment is issued as a helpful guide to clients and for
their private information. Therefore it should be regarded as confidential and should not be made

available to any person without our prior approval. 343 6556 FOR ALL YOUR ADVERTISING NEEDS

HFK Comment. Items herein are general comments only and do not constitute or convey advice per se.
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Office Closing Dates Over Christmas

Closed on Friday 18th December from 12:00pm
for firm Christmas lunch.
Closed on Thursday 24th December from 1:00pm
reopening Tuesday 5th January at 9:00am.

Normal business hours from then on.

The Directors and staff of HF K wish you all
Merry Christmas and Happy New “Y'ear.

Reminder re 15th Jan Provisional tax notices
- we will send out letters about the 15th December and we wish to remind clients not to

misplace or forget to pay on the 15th January 2010.

ACC authorisation - we will be sending out authorities to obtain information online
regarding ACC levies, to assist us with preparation of your financial statements.

Remember you can call us on 0800 ACCOUNTANT
0800 222-686 - Not cellular phones

Credit Card Payments

HFK are pleased to advise that we now accept Visa and Mastercard for payment

of our fees. If you would like to pay via these two types of credit card you can
either call into our office or ring us with the details and we will be able to process
over the phone.




Associated Persons and Land Transactions

Property developers (including dealers & builders) need to be aware of major tax changes passed
by parliament recently, which will impact future property purchases by them and persons associated
with them.

The definition of associated persons has been altered to widen the tax net and essentially removes
the ability for a developer to hold any property on capital account. Broadly, if you're a developer
or associated to a developer and you sell a property within 10 years, you may be exposed to tax
on any profit that would ordinarily be considered a capital gain.

- The changes will affect any land acquired on or after the 6th October 2009.

- It 1s unlikely that existing tax structures will continue to provide protection.

Examples of the associated persons tests are now as follows

(subpart YB of the Income Tax Act 2007).

You will be associated with each other if you are:

- two companies (where 50% or more common control)

- a company and a person (where the person owns 25% of the voting interests in the company)

- two persons where one of those persons is the spouse, civil union partner, de facto partner
or child under 20 years of the other

- Trustees of trust which have a common settlor

- Trustee and a settlor

- a settlor and a beneficiary

- a Trustee and a person with the power of appointment or removal of the Trustee

- a partnership and a partner and

- two persons who are associated with the same third person (tripartite test)
eg: if A is associated with B, and B is associated with C, then A will be associated with C.

If you are intending to purchase any land it is important to contact your HFK advisor first.

Making electronic payments to IRD
We remind you to ensure you enter correct reference details when making payments on line
otherwise your payment does not make it to the right place.

Electronic payments can be made by direct credit, automatic payment or online banking. Most
banks offer an online tax payment service, provided sufficient reference details are included with
the payment.

Here are some common errors:

- incorrect IRD numbers

- incorrect period (this includes the payment due date being used instead of the period end)
- no tax type

- RWT used instead of IPS (IPS is the tax code for RWT on interest)

- Written dates or months shown in words instead of numbers

- Not registered for the tax revenue selected.

Example of income tax payment reference details for period ending 31 March 2009
Particulars

(yourIRDnumber)—)|1|2|5|4|5|6|7|8| |

Payee code ———> (1 [N| C| [3 |1 ]o[3[2]0]0]9]

Enter the IRD number of the person or organisation the payment is for in the particulars panel.
The payee code is a three alpha code identifying the tax type of the payment, eg INC. For a list
of codes go to www.ird.govt.nz (keywords: tax type codes).

Enter the code for the correct tax type, leave the next box blank, then enter the period end date
(the day, month and all four digits of the year) in the payee code panel.

Student loan borrowers — Bonus!

The Student Loan Scheme (Repayment Bonus) Amendment Bill passed its final stages under
urgency in Parliament. The new legislation, which now awaits Royal assent, introduces a 10 percent
bonus for borrowers who make voluntary repayments on their student loans of $500 or more in a
tax year.

The bonus provides an incentive for borrowers to pay back their loans sooner.

Protecting what'’s yours...
Many businesses are suffering in the current economic downturn because they are not taking

advantage of the security provided by the Personal Property Securities Act 1993 (PPSA).

The PPSA established an online registration system, known as the Personal Property Security
Register (PPSR).

With the cost of registering a security interest online being just $3, we continue to be surprised by
the number of businesses that supply goods under Retention of Title or lease arrangements and
fail to register, only to lose those goods when the customer goes under.

When your customer’s business fails, you not only lose the customer, but also the stock supplied.
By ensuring you have a valid registration, you can recover your stock.

We recommend that all clients who provide goods on credit have a Retention of Title clause included
in their terms of trade. This then allows you to register on the PPSR. Leased or hired items should
also be registered on the PPSR to give you the best chance of getting something back if your
customer goes under.

A Retention of Title clause ensures the ownership of the goods doesn't pass to the purchaser until
they have been paid for in full. Without registration however, such goods can be sold by a creditor
who has registered a General Security Agreement or by an insolvency practitioner via a liquidation,
receivership or voluntary administration.

One well known example of a business caught out this way is a firm which hired portaloos to a
construction company. When the construction company went broke the liquidator sold the portaloos
and gave the money to the bank.1

The court ruled that the liquidator was entitled to do this and the portaloo company lost out — all
because they had failed to register on the PPSR.

Another well known case involved a leased horse named ‘Generous’2. The lessee (NZ Bloodstock)
failed to register their interest in the horse and when the lessor went into receivership, the receivers

sold the horse for the benefit of the General Security Holder.

The horse at the time was worth approximately $2 million. New Zealand Bloodstock lost out on

this all for the sake of a $3 filing fee.

In our view it is prudent business practice to ensure all customers sign your terms of trade (first
ensuring these include a Retention of Title clause) and then register every customer on the PPSR.
You can do this yourself or you may wish to consult a PPSR service provider who can perform
searching or registration functions on your behalf.

For further information please contact us or visit the PPSR website www.ppsr.govt.nz

1 Graham v Portacom New Zealand Limited [2004] 2 NZLR 528
2 New Zealand Bloodstock Limited and Another v Waller and Agnew and Another (CA269/04, 21 September 2005)



